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Robert W. Quinn, Jr.
Director ., Federal Government Affairs

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M street, NW, Room 222
Washington, D.C. 20554

Suite 1000
1120 20th St, NW
Washington, DC 20036
202 457-3851
FAX 202 457-2545

December 18, 1997

RECEIVED
DEC 18 7997

fEDERAL ~l1Clfl';
~(F7HE SEafErNrr~

RE: Ex Parte meeting
CC Dkt. No. 97-208, Applications by BellSouth Telecommunications, Inc.
and BellSouth Long Distance, Inc. for Provisioning of In-Region, interLATA
Service in South Carolina.

Dear Ms. Roman Salas:

On Wednesday December 17, 1997, at the request of Audrey Wright of the
Common Carrier Bureau, I provided copies of the prefiled testimony of Joseph
Gillan, filed January 6, 1997 in the AT&TIBellSouth arbitration proceeding before
the South Carolina Public Service Commission, Docket No. 96-358. Additionally, I
provided pages 25-26,51-57 and 71 ofthe Hearing Transcript, Volume II dated
February 3, 1997 from that proceeding.

Two copies of this Notice are being submitted on the following business day
to the secretary of the FCC in accordance with Section 1. 1206(a)(I) of the
Commission's rules.

Sincerely,

K~?r.

Attachments

cc: Audrey Wright

ro
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add new capabilities. etc.'

DOES THIS PROC£SS PARALLEL THE DEVELOPMENT OF FACILITD:S

COMPETITION IN THE LONG DISTANCE JlrIARKET:'

Yes, In the lonl distance mazker. carly entrant$ like ~1CI w~rc able to ex-pend their

·Scrvices and customer base by rcselling services off of AT&T's network. This

Iro\~h firuuacially justified the deployment of Iheir OWn ne~'orks, providing
- --
intemel investment capit,l and sh.rehold.r confidence. and enc:ouraged the ent'1' of

others, including (what is "0\10') lhe third major network provider. Sprinc. L,ater, che

continued growth of Ihe resa'e market resulted in the constnlC: t jon of the fourth

national network (WilT.\) for the express purpose of providing wholesale carrier-ro-

~rrier saNices for use by the "resale" induslry.

WILL NETWORK CONSTRUCTION BE INSTANTANEOVS'!

No. Local facUicics deplo~'m.nr is a }ong-1enn proposition. It tDok the 8ell

operating companies more than 100 years to achieve (he present state of the nCIWQrk

end the Comrnissio" should not expect _nlran1S 10 deploy cornpa,.bl. nClWorks

ovemicht.'

• : Tel~al'\ in,._ pYbUcly stated dill'"_iIIas ....., is to win custolftcrs ftrJt Iftd tileD
b'dld faciliti.. in an cfncitftl \IIa)' 10 lCC"Ye eM", qelecommunicadans Ilenns, OC:tobcr 16, I99S,
pace 20).

., , The COIIUftl••ion.1Io 'bauld -.lzt "'.the Ace prowlcae, ••01\8. potCDcilll)' dveafenina.
iDee,,'i"". for local netWork Invesanell&. tballl, ."~'. tMceminlaloftl diltlac. cotnpen),. lbi.
'~II. ac:dcm wUlInn,rorm SCUSollch from 1M lonl4ur.ncc IndUSll'y°s principii '''1'1''_~ itS
ptU\cipal riNl. I.oonI dillMCc cClmpaniet -ill not W•• to be ... dtrpcDd-..c upoll .IlSouda u 1hC)' IR
loc1t)' 0ftCe BellSoudl bocoll\cs rheir _in cempetllDf. Each will conIINe:" .d cftccNnle Ibe
conlQl&Cdon by otbat. ofodl.r "e.,.,orks in ... shen • tim. U possible.

21
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DO YOU EXPECT CARRIERS WILL REPLICATE THE ENTIRE

BELLSOUTH N,£TWORK?

No. It is U"'ely tt\at !aome ponions of the "e~'ork may never see II cClmpelitive

alternative. ceRainly in the next several yean. For i"aUtnee. it is cas)' to visualize

silnifi~ant resistance on the part of r.:sidential homeowners co m~\tiple ne~"Ork

inlerf'ac:e bo~e5 being inst;alled on their premises to reflect previous. and future,

~ompcti,ive c:haic:es in local seNi~es. Other clements of the network may best be

provisioned by a sole ne~'ork vender (for if1sram:e. the loop lind 'Deal sWir,hiol in

many areas).' The point is noc simply Co cn,ourl.c new ,onst"'~tio" -- the goal is to

encourage e!Jiclen, facilities deployment. Wholesale seNites and economically

pric:.d 1mbundled network etements arc key clcmC'nts of this transition.

nl. LOCALSERVlCESRlSALE

WRAT IS LOCAl. SERVICES USAU?

Local se",ic::es reule is rhc pur~ha5e ofan incumbent LEes services by • ~o",petinl

local sCT'Vi~e carrier on a wholes.le basis with the intent 10 res.1f these services to

consumers. Whole'Sate tocal services are eJtprcssly dcsilned. supponed, 'I'd p,.iced

to be resold by another ~lKTier in dtc retail mvk.., These wholesale leeal se.....ices

prallide multiple entrants a simple means fA beam offenn. tcxal ex~l\anle sCl"Iiccs

and .nnet Clultonac:rs, B.USouth is rcquiled to ofFer its local se",ic~ for rayle .t

wholesale r.,e5 -ander Section 2S 1(c)(4) ofthe Act.
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SUMMARY BY MR. GILLAN:

ACT THAi ~[L~ ENA8LE ENTRY.

GOOD AFTERNOON. MY NAMe 15 JOE

REALL'Y T"'I: spec I FIe OETA I L. THE NUM8ER OF rHe ISSUE 5

STATEMENT, I THINK TH~Re'S A ~OT OF THINGS I COULD AGREE

RATHER. TH~ PURPOSE OF MY

THAT, "S I SAT HEilE AND LISTENED TO BELLSOUTH'S OPENING

THE SECOND GENERAL COMMENT t s

IMPLEMENTING T"E ACT OR IMPLEMENTING THE PORTIONS OF THE

MO~E APPAOP~IATE TO THINK ABOUT IT IN TERMS 0' YOU'RE

IN TE~MS OF THIS IS ~T&T vERSUS BELLSOUT~, I THINK IT'S

AND AT&T IS THE FIRST CARRIER TO ASK THAT ITS RIGHTS 8E

TION$ ACT PRoVIoeo ENTR~NTS, ALL ENTRANTS, CERTAIN ~IGHTS

WHAT IS REALLY GOING ON ~ERE IS THAT THE TELECOMMUNICA~

BETWEEN 8ELLSOUTH AND AT&T, THAT'S ACTUALLY A MtSNO~E~.

PO I NT I NG OUT J EVEN THOUGH THl S APPEARS TO BE A CASE

IMPLEMENTEO. 50 WHILE THE OEBATE MAY BE COUCHED TO yOU

I'D LIKE TO START THAT PROCESS BY

UNDERSTANO WHAT ARE THE ISSUES HERE BEFORE YOU.

THE REM.INING WITNESSES.

TESTIMONY IS TO TRY AND PRovtC~ SOME BASTe CDNrE~T TO

SEVERAL HOURS I THINK YOU WILL. HEAR ENOUGH DETAIL FROM

AGAIN. THE PURPOSE OF MY TESTIMONY IS TO NOT GET INTO

THAT YOU Wl LL t1EAR TODAY, a~L.l EVE ME, OVER THE NEXT

CILLAN. fT'S A PLEASURE. TO Be: HERE IN SOU'rH CAt:lOl"INA
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PUBLIC SERV1CE COMMISSION OF souTH CAROLINA
111 DOCTORS CIRCLE
COLUM81A, SC 29203
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W]T~ THEM ON. WHER~ we PROBABLY H~VE DISAGREEMENT IS ~OW

DO WE GET TO THE ~NO RESULT. 8£llSOUTH TOLD You AT THE

F1RST POINT THAT THE ACT IS ABOUT ALLOWING CARRIERS INTO

EACH OTHEP.' 5 MARKETS. ON THAi \JE. A.GREI:. BELl-SOUTH

SOMEDAY WILL OFFER 80TH LOCAL AND ~ONG DISTANce Sf~VICES;

AND FOR THIS ACT TO 8E A SUCCESS, WHAT THAT MfANS IS THAT

OTHER LONG DISTANCE CARRIERS MUST ALSO BE ABLE TO OFFER

LOCAL SERVICES. WHEN BELLSOUTH GOES TO OFFE~ ITS LONG

DIS TAN Ce SERV 1CE5 ,IT Wl LL FIN0 ALL TI"i E THI NG S THAT I T

Neeos TO 8ECOME A LONG DISTANCE CARRIER OUT THERE IN TH~

MARKETPLAce TODAY BECAUSE WE've HAD TEN YEARS TO OPEN

THAT MARKf::T TO COMPETITION. THE~E ARe NO BARRIERS TO

ENTERING THE LCI'IG OISTANCE MA.RK.ET. 8ELLSOUTI'1 WILL ESe

ABLE TO DO IT RAPIDLY, COMPL~TELY, QUICKLY, UBIQUITOUSLY

THROUGHOUT ITS ENTrp.E REGION. THE ~CT tS ABOUT CREATING

THE TOOLS THAT OTHERS WILL USE TO ENTfR THAT MARKET AS

WELL.

WELl-, WHAT ARE SOME: OF THOSE

TOOLS? BEfORE I EVEN START THAT~ ~HY SHOULD YOU CARE?

W~T SHOULD YOU CARE .BOUT THESE VERY COMPLICATED CAR~l!R

~~LATIONSHIPS? I THINK IT COMes oowN TO ONE THING. WH.T

CAR.R I ERS ARE ABLE TO BUY I S GO I NG TO DfC I DE WHAT

CON5UME~S ARE GOING TO PAT TOMORROW. THIS COMMISSION

LIKE OTHERS IN THE NATION HAV~ ALP.EAOY ADoPTeD A SYST~M

PUBLlC SERVICE COMMISSION OF SOUTH CAROLINA
111 DOCTORS Cl~CLE

COLUMBIA, sc 29203
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OF RfGULAi ION FOR BELI..SOUTH THAT \VI LL PErUHT I T TO

RESALE - RESALE t S THE SIMPLEST

RA I 5 I NG L.Oc;.AL RATE S TO SOUTH CA~OL I NA. CONSUMER 5 . THE

NOW HOW WILL PEOPLE 8E SERVED IN

CUS TOM~R GO 1 NG TO A COMPEr I TOR KEEPS I!IELLSOUTH PROM

IT 8ASICALLY SAYS THAT ANENTRY TECHNIQUE IN TH£ ACT.

JUST A LITTLE BIT ~ORE DETAIL;

LOOKING ~T EACH ONE OF THESE IN

TECHNIQUE OF US1NG NETWORK ELEMENTS.

8E~LSOUTH'S SERVICES ~ND ReSELLING THEM; ~NO THERE'S THE

CAN CALL T~eTRS. TME~EIS THE TECHNIQUE OF ~eSALE, BUYfNG

SO VOU MUST INTERCONNECT THESE NETWORKS so YOUR CUSTOMERS

cUstOMERS WILL STILL WANT TO CALL CUSTOMERS IN 8ELLSOUT~,

'tOUR OWN NETWORK. I F YOU au I LO 'tOUR OWN NETWORK, YOUR

yOU IN MORE DET~IL. T~ERE lS THE T~ChNIQUE OF 8UILDING

IS TO ~AKE SURE THAT THERE ARE OTHER PROVloe~s OUT THERE

BASIC T~CHNIQUES IN THE ACT THAT OTHERS WI~L E~PLAIN TO

THE fUTURE? MR. LIGHTSEY IDENTIFED THAT THERE ARE THRtE

RAISING ITS RATES, BECAUSE UI"JOER THE TERMS OF ITS

REGULATION PL.AN IT CAN 6EGIN THAT IN JUST A FEW YEARS.

ONLY WAY TO PROTECT THOSE CONSUMERS FROM RATE INCREASES

THA.T WILL TAKE THEIR 8USINESS, SO THAT THE TH~EAT OF A

RESPOND IN A MORe COMPETITIVE ENVIRONMENT. IN LESS THAN

THRE:E YEARS, BELLSOUTH \V1LL 8E IN A POSITION TO BEGIN
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ENTP.ANT CAN COME I~ AND BUY BELLSOUTH'S RETAIL SE~VICE.

OR RATHER A WHOLESALE EQUIVAL~NT TO IT, RESELL IT IN THE

MARKET UNCER ITS OWN BRAND NAME. NOW, ALTHOUGH THAT'S,

GOING TO BE ~ RAPID ENTRY TECHNIQUE~ ALL YOU END UP ~ITH

~RE R~SELLER5 IN THE MA~~ET BASICALLV REOFFERfNG

6ELLSOUT~'S ~ETAIL SE~VJCE. THERE'S VERY LITTLE ABILITY

TO CHANGE THE WAY THE SERVICE LOO~S AND THERE'S LITTLE

A81~ITY TO PUT PRICING PRESSURE ON 8ELLSOUTH. NEVERTHE-

L.ESS, IT IS A TI!CHNIQUE THAT CAR~IEflS C,AN USE TO ENTER,

THE MARKET QUICKLY AND COMPETE WITH BfLLSOUTH.

THE HEART OF THE ACT, HOWEVE~" I,

THINK GOES TO THE SECOND MAI~ ENTRY TECHNIQUE. THE HEART

OF THE ACT IS THE PRINCIPLE THAT CARRIERS CAN GO TO

6E LI.SOUTJoI AND BUY NEH/ORI( I NG-RED I ENTS fROM BELLSOUTI-f"

NETWORK ELEMENTS" AND USE THOSE INGREDIE~TS TO BECOME ~

I.OCAl TELEPHONE COMPANY AND OFFER SERVICE. THOSE NETWOR«

INGREDIENTS, BAste INGREDIENTS" ARE THE NETWORK ELEMENTS

ON THE CHART OVER THERE IN THE CORNER. TODAY WE HAVE

LONG DISTANCE CO~PETITION BECAUSE A POLICY OECISION WAS

MADE TEN YEARS AGO THAT SAID LON~ OISTANCE CARRIeRS COULD

USE THE BELL NETWOR~ TO PROVIDE LONG DISTANC~ seRVICES.

THE ACT BASICALLY TAKES TI"'IAT PRINCIPLE AND EXTENDS IT ONE

5 TEP FURTHER AND SAYS" WE'RE GO I Nt; TO GO TO A FUTURe I

WHER E EVER VBODY CAN OFFER ANY 5ERV I CE BY ENABL ING

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
III DOCTORS CIRCLE
COLUMBIA, SC 29203
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CARRIERS TO BUY THE BELLSOUT~ NETWORK AS A BASIC SET OF

INGREDIENTS AND USI~G IT TO OFFER THEI~ SERVICES.

T~e ISSUES ON NETWO~K INGREDIENTS~

F'~ETTY StMPL.E~ HOW MAt-I\" DO YOU MAKE AVAILAeLE~ W~AT

PR(C~ DO YOU CHARGE, AND MAY CARP.!ERS COMBINE THEM? AS·

8ELLSOUTH INDICATeD. THEY DISAGREe ON WHAT COST MEANS.

MY TESTIMONY AND THE TESTIMONY OF DR. KASERMAN I~OJC~TES

THAT COST IS ECONOMIC COST. THEPE DOESN'T APPEA~ TO 8E A

LOT OF DISPUTE ABOUT THAT IN eCONOMICS AT LEAST. WHAT

INGRED I ENTS NEED TO BE MADE AV~ I LABL~? AG6:.1 N, THERe

SEE~S TO BE GENERA~ CONSENSUS ON WHAT ELEMENTS NEED TO BE

AVAILABLE. CAN CARRIERS COMBINE THEM? THIS is PROBABLY

THE K5Y. BE~~50UTH RECOC.NIZt;;S THAT IT HAS A LEGAL

OBl.IGATION TO AL~OW CARRIERS TO COMBINE ANY OF THESE

INGREDIENTS THEY DESIRE TO OFFER ANY SERV1CE THAT THEY

WANT TO OFFER. THIS IS A cRITICAL EL~MENi OF T~E ACT

BECAUSE IT IS THROUGH THIS ABILITY OF BUYING THESE

GENERIC INGREDIENTS AND CREATING THEIR OWN SERVICES THAT

CARRIERS WILL 8E A8LE TO INNOVATE AND OfFER DIFFERENf

SERVICES TO SOUTH CAROLINA CONSUME~S.

MR. LIGHTSEY USED T~~ EXAMPLE OF

CALL ~AITING AND SUGGESTED THAT IT MAoe SENSe fOR THIS;

COMMISSION TO NOT LET CARRIERS BUY THE CAPABILITY IN TH~

8ELLSOUTH NETWORK TO OFFER CAL.L WAITING BUT INSTEAD COUlD

PU6lIC S=RvICE COMMISSION OF SOUTH CAROLINA
111 OOCTORS CIRCLE
COLUMBIA. SC 29203
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I
ONL Y Iif,E SALE: BELL.. SOUTH IS SeRV f CE . HIS eXPLANAT ION WAS .

THAT TODAY BELLSOUTH GETS $3.40 AND THAT H~ WOULD LIKE TO

KEEP THE S~.40 FROM GOING DOWN AS COMPETITORS COME INTO:

T~E MARKET AND OfFeR ALTE~NATIVES. He IMPLIED TO YOU

THAT, UNDER THE AT'T VJE~ OF THe WORL~, THEY WOULD GET TO

OFFER CALL WAITING FOR FRee. I HAVE TO DISAGREE WITH MR.

LI GHTSEV I N THE SENSE Tt-IAT I TH 1NK HE I ~NOREO AVERY

IMPORTANT PIECE OF THAT. UNDER THe AT&T PROPOSAL UNDER

THe F.C.C. RULES, AN ENTRANT CAN'T OFFER. ANY SERVICE

WIT~OUT FULLY COMPENSATING BEL..LSOUTH FOR. THE NETWORK.

COMPONENTS THAT IT WOULD PURCHASE TO p~ovIDe SERVICE.

AT&T WOULD ONLY 8E ABLE TO OFFE~ ANY SERVICE IF IT AGREe.

TO PAY TH~ FULL COST OF THE NETWOR~ ELEMENTS THAT IT

INTENDS TO USE. SO tTtS NOT A QueSTION OF AT'T GETTING

TO OFFER SOMEiHING FOR F~EE; IT'S ONLY A QUESTION OF AT&T

COMPENSAT I tJG BELL-SOUTH FOR THE COST OF THE NETWOP,I<.

ELEMENTS AND THEN ~AOVIOrNG T~t SERVICfS. OF COURSE, IN

T~E BEGINNING ALL OF THESE NETWORK ELeMENTS ARE GOING TO

HAVE TO BE PURCHASED FROM BELLSOUTH. THERE ARE NO OTHE~

N~TWORK PROvIDERS IN T~E MARKET TODAY AND IT'S GOING TOI

TAKE MANY Ye~.RS FOR COMPET I T1VE LOCAL NeTWORKS TO BE

DEVELOPED.

ON THIS CHART OVER HERE THERE'S ~

COMPAR I SClN OF THE NUMBER OF LOCAL S',i ITCHES I N SOUTH

PUBL1C SERVICE COMMISSION OF SOUTH CAROLINA
ill DOCTORS CIRCLE
CO~UMBIAI SC 2920~
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CAROLINA T.... AT JUST IN BELLSOUTH'S TERRITORY USES TO

PROV I DE LOCAL EXCHANGE SERV I CE . THEP.E' S APpflOX H1ATE LY

SERVICE.

SERVICES_

CONSUMER TO CHANGE LOCAL TELEPHONE COMPAN1ES IN iHE

COMM 1S5 ION TO TRANSLATE THE SE TOOLS t NTO CHO I CES THE

IN COMPAR J SON J

NATIONWlbE, TH05E

use THESE NETWORK INGREOIENTS TO OFFER LOCAL eXCHANGE

AND IF IT'S AS EASY FOR LONG DISTANCE CARRIERS TO BUY AND,

FUTURE AS IT rs TO CHANGE LONG OISTANC~ CARRle~S TOOA~.

CONSUMERS ARE GOING TO HAVE A CHOICE OF LOCAL TEL~PHONE

ALL NEW ENTRANTS~ SO TH~T THESE NETWORK INGR~OIENTS CAN:

BE ORDERED ANO COMSINEO AND SERVICES OFFERED OVER THEM:

HAVE TO CHANGE AND INTR~DUCE OP~RATING SYSTEMS 1 AS WILL:

CONSUMERS WILL ACTUALLY EXPERIENCE, BELLSOUTH IS GOING TO

QUIC~LY FOR CONSUMERS. THE ONLY WAY THAT SOUTH CAROLIN~

FINAI..I.'(~ fN OIlO!R FOR THE

COMPAN 1ES 1S I FIT I S AS EASY FOR A SOUTH CAROL I NA

THE OPPORTUNITY TO USE THE eELLSOUTH NETWORK TO PROVIDE

PROPOSITION. LOCAL COMP~TITI0N REQUtRES THAT OTHERS HAVE

23,000 LOCAL SWITCHES WHEREAS AT&T P~OVIOES SERvICE WITH;

JUST OVER 130. DEVELOPING ~OC~L NETWOPKS 15 A LONG-TER~

lS0 OF THOSE TODAV IN SOUT~ CA~OLINA.

AT&T PROVIDES SERVICE wITH ONE.

NUMBERS WOULD BE~ IN THE LOCAL EXCHANGE~ CARRIERS HAVE
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NOW, IN CONC~USJON, THAT MAY SOUND

LIKE A SOMEWHAT ONE-SIDED P~OP05ITION, BUT IT SHOULD NOT

BECAUSE THE ACT, AS MR. - LIGHTSEY PO I NT~O OUT. I NC LODES

T~O ELEMENTS. IT INCLUDES THE OPPORTUNITY FOR OTHERS TO

e:NTe~ THE I.OCAL MAR,KET; AND r F LOCAL COMPET [T I ON r 5

ESTABl r SHED. IT "LSO PIlO"" 1OES 8!LL.SO,UTH THE OPPORTUN I TY

TO P~OVIDE LONG DISTANCE SEP.VICE. THE 01FrERENC~ ts THAT

WHEN BELLSOUTH GOES TO OFFER LONG OISTANCE SERVICE, THE

LONG DISTANCE NETWOPK ELEMENTS .RE ALREADY AVAILABLE TO

IT. XT CAN 8UY THOSE TODAY. THE OPEIlATING SYSTEMS TO

ORDER THOSE ELEMENTS ALREADY ~XlST. THEy WORK lODAY.

Tt'tf ABILITY FOR CONSUMERS TO CHANGE LONG DISTANCE

CARRIERS ALREADY ExrSTS. THEY WORK TODAY, T~E ONLY WAY

AN~ONE ELSE wlLL HAVE AN OPPORTUNITY TO COMPETE IS IF

THOSE S~ME TYPES OF CAPA8ILITIes ARe MADE AVAILABLE TO

CARRIE~S TO OFFER LOCAL SERVICE.

THANK you.

DR. K~SERMAN: THANK 10U.

TESTIMONY OF OR. DAVID l. KASERMAN

(PREF I LEO TEST IMONY OF DR.

KASERMAN IS A5 FOLLOWS:)
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retail sta!~ in 101:11 c;.tchange markets in South Carolina. in order to promote

efficient entry, the price these entrantS should ply for these inp"'ts is equal 10 the

inc:remen~al COSt thllt BellSo~th incurs to provide them. Moreover. due to the

multiproduct nature or BeIISouth'~operation5, the relevant cost to which prices

should be equated is what is known as the tgtal service Ions-run incremental cOSl, mr

TSLRlC.' TSLRlC. in tum, is conc:eptually identical to what the FCC hlu labeled

TELPJC (total element IonI-run incremental cost) in their recent order on local

competition issues.' This new term was coined to clarify thlLt the pricing stDndard :

~ontained in the FCC Order is Ipplic~ble to unbundled network element$ as

opposed to servitcs. Other-"'ise. the two tenns are synonymous.

Q. WHAT SPECIFIC PROPERTIES ARE EXHIBITED BY TOTAL SERVICE

LONG-RUN INCREMENTAL COSTS?

A. COSlS me.Jured on the basis of TSLRIC exhibit the fallowing properties: (I) they :

are forward looking (iU oprosed to Itistoric:al); (2) they re'f1cl;1 lemst cost

te<;hnolosies (as opposed to obsolete or inefficient met"'ods of production)i (3) the)·

are incremontal (liS opposed to Ilverage) in nature; (4) rney are long run (IS oppose"

to short run); and (5) they are consistent with the: principle of cost causation (as

oppos.d to sorne arbhrary assignment of costs). Ea'h of these properties is

important for purposes of effident pricing .nd promotion of efficient competition,-:

Q. WHY IS IT IMPORTANT THAT lNPUT PRICES BE BASED ON COSTS

THAT ARE FORWAJU) LOOKING?

A. I~ is impart.nt that input prices be b.sed on <;05t calculations thaI &nl forward

look,ng, beci\use it is precisely thi& perspective which loverns the acticms of

13
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Docket No. 96-3:58

DDlECT TESTIMONY OF

JOSEPH GILLAN

o~ BEHALF OF AT&T COMMUNICAnONS

! ~.. THE $OtJTHERN STATtS. INC.

BEFORE~' ,

"

\'

i

sOtJm:CAROLINA PUBLIC SERjVICE'COMMIssIO~
\ ' , ,'. ~,

, '

,

PLEAstBRIEF£Y OUTLINE Yot1R: EDUCATlONALJJAeKGR~ .: i, ', ~' ' ", ' ,,:L ;.. '): ; t '

AND~DD ttPERlENCL ' " 'I, I

,
I .

~~ :~er advcx;ate organizations,
, '

; ,':'

cDmpcti1;ivc KGCSS provides aDd Joaa diStanCe <:ompaDies.
, '," . ' .

, ".

Florida *~4.

PLEASi STATE YOUR NAME AND BUSOO:ss 'ADDREss. :1
:, I , , ' i;

! " ' 'I' 1

My nam~ i5:J~Gil1aD. My business a4dress is P. O. Box S4IO~t ..Or~.
, r,

FROM AT&T STATE GOU'T AFF. ATL

,,~ iI'

;'L .QuALD1CATlO!S AND EXECVTJVE SUMMARY O,US_Ny i,
, ! ,:, :: ' I

.! '

\ '

I,

;;-
~ ,',

, ': ~ "
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j "
j ~:
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i I

! :. ! ,~ t

, , I
A.; .. I Il1I • gndoare of !he. Univeni1y of W)'OIQing w I ....ived B:A.I~191S)!1d

... M...... (I979)<degnos In eeoc-.... ·My grad program <Onc--ied onr
,. ,economi~sof1'UbHc utilities and resulated :ind~stries. '., 1

:: I
".i I",: .,' i

1 I, , : .1', :. I
, . . :. '·1,1 .. .; "

::' ~ In ~9&O' Ij~~~ I,Unoia CommCl'CC CQI'Q~~ion whore [ had, 'eS~~ibm~ ~r

i~, ;POI~' aaab-sis relati~g to me emeraence: ~f Competition in rcgulated:;~arke~, lin
, I' !

:'paiticlilar += ~Iecom~unic:arions industry: While on the staffof the ~mjs5i~~ I
• I . '1 .

., serVed on ~e;sratfsubcommittcc for the NARUC Communi<:ations cO~r'itteei,d .
" '~appo~~, to ;the: Researcb Advisory :CoUncil'ov.~il1l~ N~UCr~'~b

1 f' ; ~, the N~~nal ~~latory Research Instimre. "i

I, : I
i·' ': ',.,; , ,. .;! t . ,!
' ::,: 'In 'l98S, ] !~ft ~ ~mmilaion to join U,.S. Switds. a wmur. fmD~i2edro

i' i develOp ~cbaap acecss IlelWOiks :02 ~p with iDdege~~: .It+
,i !':' te~e~pan~~ ,! At die end of 1986, I JeSiPcs,my posmcm ofVic~l~idMt-

:, ::. .. ::. . , .' ,. :;'( ;, I

1 : ,; !~Iri)egin a consultina prKticc. I cumntly serve OD me Advil~~ CO~il

. ': for NewM~ -';Universit)'ts Center for ~lation. Acomp"l~ml ()f;;~y
: :: '; :' !'; ~:.:,!.' i ~: i

. ': I I • • ,I l' I

. ' bacqrouD4, publiciadCms and prior testimony is iD.eluded as'A~hmeDt lPG-i. '
. i I : I

d.' .
'\ ; i,
: I ):,,1 I

~ '," :, \

Q~,,; : WHYARiY01J'~VlDINGTESTlMONY1NTBlSPROCEED~G? ,\
" :" J. . . , .. . ,.' .... \

'~':: . AT4T ~ requested that I ci~ the: imPKt of the prUtcipal .iSS+s ..in ;~s

\'" :, .bitrauoo~ c;ompetitioo in gCllCfa1IDd,:~: 111'* ~_t1y, # int~dfet'

, ,~ICiar)1 of compeLition. CODIUIIWR. Competition DOW ~des ··aJ th.;~',of~e
'" ..' . \ ~ i . ::, : ~;: : :, :: " I

; nation'ste~~~OIlS policy. This 1.,nOc -.use it benetiacO~tm;5J~
; .. I, ' . ',.: . I

!,'!*iau.~~ is the best mechanism, to: ,provide consunteis ~\:Ute:l~.
. . '.' <'. i

i
I
,

I,
.. i

I

..\',i

i
!

. :i
, 1
, I

, : I\. i I

\ ,
J
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, "

tclSt~QD~ wbic~ 'folloWSt l_oastnIte that: '

, j

n. issues ,: in ~is :arbilratioD an: complex.' but its' objectiVes ~ filee,.:; ~ !thc
'. '. . ' " .

, "

.'

;' I

'I I

• • ,,' , ":" 'i i.' ':~ anca~ c;hoices - ~d because where competition flouri~~.regul8tlon
, , !:

:,,~d gg"enuttent ,icterYention are unne~.
I,

:: i" ';, i ' , ' ,; ,':: I· '" ,i
" :;H~vcr~:~ ~t~ me panics bcf~' chis C~ission! 'are ..tl~: ccmpIR~es, '

.: i -:.' . '. : >:,., :' 1

" ;sh~uid not be c~nfused with the nature of dle'ir ,debate. In'one ~~,: yoU !ri~ve

BJtSouth~ a ,mopopoly whose incentive: is t~ 'dO as little ~ poSSibl~too~; its
. ~ • . :. 1-. ! :

, ' : ': ;, I :
,:~. ;Il\ ,the: adler l:Orner, you bave,AT"T. a potential: new e,,~ wi~ ~

! :, ' , , I: ;' 'i::

,desiie:to offer local &crvices broadly throup.n South Clriliria.' 'C~~'Y, 1.1\-
;. ~. : . . ; :::: '~ '. . f'.! .

•p~is:primarjly motivated by its own self·~t, but: die: i~Iie-in~
,': ::: '" , ;::: ' I.)
, iembQQiecl' in. the ;relKOmmunications Act of 1996 (the AQ) is pnwid~.~umiers

. ~.' ~: .: i . . , • '.., . ; I ;". !; ~

I . \ I • • '. J

; " widtchoi~j' Inithis [Cgard.,AT&rs dc$ireto offer savices in C~~i~tb
, : • " , I

'. '~I1$oucb ~d~ public intenst alip. ,; ;1;; I !

~: i : '

I
.~ I

. . i

:.,:'

", :j
I'

I
II

" 'I

jj
,',
I ~, •

, I

!I.:
i

i
, i, I
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• ;~ ~cal intaluon of the ~et is that local m~';~~e' i:
IcQmpClitive. not just fOf seteered ~ustomers in "nain rne~O~Ji~~, "',,
:~ br9iIdly dU'oU.hoUl a state:. ~wevcr, lbe ~ly'~aY~:'u~iqui~us ;,
~~m~tionQn ~ome a reality. 'is i,f'tbc eXiSting netWQ~:.s:~~ai~'~le :;: i

ifo,r:o~~ t~mpetlt~rs_ to use la' P~VI~ local. ex~~g~",~,~ ~h~e ,i

,iacecuiSCf"ICCS•. ~'1S IS the ~r:e objective O:thl5 ar1)'tratt~1:}O'~~~~sh i

it~: ~s., conditiOns and pr,cos under whi,"h Bell~o:udl' s ~,~o,*,: *0
l~i~swill be available to rivals. includina AT&T. ' I', , 'i
' ' , • , . . . . 1

! " ,: . ' , :; , " '::' ~

• inlc ~~pal medJanism ava(1able toEbe Commission 'tolnIl~c~,ihe
: ,. " . , ' !' II.:',: I',,: •.

:pricaMel choiees experienced by consUmers in th~: ~lUre ,;~u~' jits
:~e~lisbirll~pri~~\ehoi~aVailabletoC4w,':-3''.',!:fhe,'"P&,','~", Ito
\~~cr protection is choice ... Cflol" among ~t"": l"vi~i:t4at
!are abJe to offer servias with equai quality and com '; .. e' prices 1to
'tb'fBeUSouth. , ', f' ' ,
i OM ~ " 1:: ." i.:,

• ,Th~ kq. to realizina1he full b,cnCfits. ~rcom~tion i.S.CO+.:CIY. pl1CoiJ::!g
i$:.lletWort elemenrs mel n:sGId~ chat flvals WIlLp~~ , ."
;sensOuth 'to provide service ro: en4 users. Where the,en~~ I:., .!...
'thf: netWork functionality or ~iJi~ UDderi)'~ a:serv~1~eiPri~'.I.oOff '
;~ ~_lIlts should be thojr ~laokma. l~.na;n'~!~.WaJ

i~st. :Wherc a carrier pUl'Cbues a'wholesale 5erV~.dlelP.ri"1t
\ ..ho~ service should be calcularecl by fully ret'navinl ~re~, I, .

,:~sts. : Only UDder these prioma Ria will entrants laav.~ .,i1i~}o

~br.ilr ~.the market and PrmSe consumers with!!_ choice~f
, ;1~ ~lCC provider. !;' ,,(
~,~ ; ",, , !:.:' I' ,J

• [Ptioviding oncrants acceu to the exiAiaI nerworkis :the f+a: P~:lto·
.'d.o~.t of 'OInpetins fBcilities.:DChIIOrb. Resale.Ud~! ~~~~ty . (' ..
~o~uD~lcd network elemeD~ wUlboch accelerate~ ~etl~,lof
:a1~rnative,lOQl networks and yield' a far more c~l*itive ~nYi(ro~~t .
\at!the epd of the entry prnccss~woulciotherw:i~exist.. 'I i . ':\
t " : .. 1,'\ ,I j

: . .l, ~ ; , : II: ~ .. ,\' ';:\
• lC~nSumers will eonsicler IOQ~ eo~.,aition a fall~ unles~i~~rs. '
;_Iycu~. local~~ and ~pctitoES !D:'ye~i~ ~,tn.
~ Ai ro~stly competitive loW envinxuneDt r8qUjRS ope~~~". ~~rt
:~s :that enable efttrams;to tnDs" these new ~-to>caMer
.:8Ijl'iDPmnts into'cnd user servi~ aDd easily ,implemeDt~i~~':.isiOn to change its local service provider without extens~~laYiior
:uDDeceIsazy~. :.. :

: :' ,.' . . ., ii:: ',; '" ;:1 .
WbI&~ID~ Itme ooaoblliOll ofdlil~inlis tlw multipler~ts ~~c .

'~~ to broadly approech the 'South carolina lDarketpJac~ 'd4is~g
• ;:' 'i . • ,. ..'. t, .. , ':.; .

$e~ic:es "'hiCh they believe best satisfy the ~. of tbcircustotile~ ~~
i IF. .. ,
:..' .. . 1'1; '\
.' , • : .: , :1

: ~ , . , : . , ! ::' "

, i

i :

: i.

I I'.

i '

\ I
! '
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'i "

f :.
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. i" ~
, i

,
I'. J, ,

, ;: ; : . . . ,~ l; '. ',' .! ~ ! '
ARE tU ~OMMINJ)AnONSIN YOn 1'IS1'IMONYiCpNSIS#T :::.

, : '.: : :. . :; 1

WlTB1mr£c's RULES IMPLEMiENnNGTD ACT! .
· . I ' .' j

Yes. A~ those portiODS of the FCC~5 ll~ adGressinJ pri~~I'la&ve;i tFn' :;.
· :::. •. : ..' !: .. ' ): i :,'

staywd, cherem~ of its Rules establishing meiRbrbrrum~ of~el.it~
!' . ' : : I~ ." i, j

that ~South:JDliSt offer. rcquiria,·~ DetwOtk elemenIS ~'~4ed' !any
: ~ :. : . ; : : . .:: !;.. . r· ~

eombiDljlioD~ restridioD. ucl~aUI,e'iiaIroductionorQOQ~~ry

opaatiuIlJIteIDS remain in drOOL 1bc FCC's RUles movelhe AA J~stop ,~~ "
. ~ .'; .:.: :;.,' :; 1 ' ; ,

to impl~~OD. but it will be this CommissioD's resolution Of~'~:~itbiS \' : • ;

.arbitralibD 'mati 8GtUany will dctInuiBe ~cbe ehoices Gat Sou1h'CV9~.~ (:' .: '.
.. : ':'. . '::1 .

faCe, and the priCeS tbal they pay_ . . . . . :

, ;
, "

'I
; 1

ecoBomi4' ~is:Simiiar ro that of Bell~ and fully supponed· b~ OrxrJJn.,
. . ',' . i; I

systems "hich~ly ac;commodate the ~oice made by consumers. ': i
, . ,1· •

:"

I" .

',' ! i

. .. .' I: : . : . .• :. ~'!":... ! i .
: WILL·'!'i.U COMMISSIOlrS DEC~IO~ :J¢RE ESTABU$B JsE :'B~IC' i."

. ::' i. ::: !!' .!i j i ..

CONDmONS!rORENTRY? . .. ,.' ':1 ;

Yes. In #US~oa. d1c CommisS~ wiUca-".,hensivcly establ~ IQchlrbe 0

. j ~. . ; ~ . . .it· . .' \~ ~

tools QO~temPIad by the Ate to promOte iocal. eompctitio~. Tho ~lt .mo~i~ 'of ;;:: .
:' ; :'. . : " i. ( I'

eotty t~isare heeded if AT&T (or uy other eatner) is ~ bfOadtyi:approJ~!the.· ::'
: 0 "', I, ,

market, cifferil1~ ser,.'ice to both rcsidca~r and businesa custOmers.. ~iIsc:At.T . "
; :. i,.. !

is req.,.inJ a fUll rIAl- of entry opdoDs - opUoq. to whi,h' it:is~cd:~ the
I. . '," !: l

r, : . .' , . .' :: .Ii. . , ~: ;
Act - ~e: Commission will be cstabliabin, net only coftditiOfti *ece.... j for

, ' . ,..; '~ !' ;: ~

· I I :. .il" I. I

AT&T's' entry,: but jU5t IS significantly. the ~i1ions of entrY. for the~tire '.
· : . ., :' I

i I,

FROM AT&T STATE GOU'T AFF. ATL TO
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i
i

: I
" I

, " " , , :' ",I
,AlSo 1 wOu~ note chat the stay of the fCCs pricing nlles~also staVthe::FCd,s
;' .' , " ! , " I

, ., ,i~rim s~hatp on, purchasers of the Unbundled ,l«a1 swiichinl·eI~cnt. ':'fl1e
,: ,: :,' , ':,' ,,: 'I
'FCp ,',RuleS 1wl p:rovided' state ~mrn,ssiOn with the op'~o" of~o~ :a 'Si~it

,:!>- ',in~ SU_ pia for intrastate' ~oll QUI orlcinated or ~m\in~; :'by iWw' ~:: ,:
;';: :';" : ,': i.·:: ' ;'1' , ,

:: ' ;entnllts who pwthae unbundled lOQJ sWitching elements. (FCC otd~r.';7~~~. i 1
,: ;, i ' , : : '( "'"

•be~i.v. sUd!: ap,I&n'1S unnecessary, is l'ikely to lead only· to ifeWeri ~hOic~: ·jor
, ' i '.!, .' .'". , .:" 'i.'!
:~el1,or -high« consumer pm:es,~ d...,;ni the pcndaa~ ;of t;he!;Stay~wQ~ld

; :' , ' , • '. ':'. " !
viqlale other~ FCC ~es which remain iDcft"eCt. The South CaroliD,a ~lJ1lJ'li~ibn
'i :" , • , ", I:",:i, '
,sh~u1d e~li~ltly 'reject any effort by BeI~Soum 10 impose an·i~:_id~al

:, ,:', ,,: : :,'!', : i
s~bqe, i.,
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I

In the.u~ sec:tiODS wbicb follow, 1: j ,
" ' " " ' ' " ' ,',' " I :!

" dCsc~be._ competitive eoV~tDVisi~'~'. ~ Aet,; ~ilh .; ,'!

~.emphasis on itseft'c;ct OIl COiISUmcr priQ:s and d1Ci~ (S~~iOD :,,1:',
U) , ' '" I

. ;, . 7 .. .. .. ·i

I
i
!
I

. ,'j

, "iQ~~.._. experieac:ed bycouumlrl.
; I' I .

I

, , OUUtRlAta-r W1T.NEsSES?
, , II'

, My '.0)1 ,~"bes the iAtIrN~ip IiDOna ATetrs ~~'in:ibis
. , '; ~'; .' ~ . '. > \:!. :;:

arPitndioh and how these requests fit within an:o~aall strategy:tQ ~lemdt Idle
: : '.,.~. ::

'. ".. i .'. . . i:::. ,I'·; .

A~ ~r, wi~ will provide detailed explanations o(AT&r~il~u~stS !for! '
.": . I:' ( . ,'. . :' Ti, ;:: I ):
'networkJ:1~ intereonneotion. tra=poft and: tenniaation; whoh~~e 4i~e~

:' ; \. . I

U. app~:economic priciq priaCiples to, ,apply; as wen ali ~parti~\ar
. .' ~ .', ' .' . ~ .' :

dirumsions, of~ ~pcrational support $ystau: being requatcd. ',~ ,role:iJ to
. .: -; i . . :'~'. j

expIaiD~ the;' carri«~cr~ c:aa, be'upecIed to ,yield~~1C~ts, , " , i
I

.',: BOW DjOIS yow TES1'IMONY buTt'TO~ ~::~F'
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• ,explain the parriculat im~ ,of l~l Slrvices resale ~,' a~hi~~'ng
broad :customcr ~hoice and acc:elerated'entry (Section 111)~ :;: ' {

I
, , : ,j

• present the fundamental role of Wlbundled network ,elementS: i _..
'particularly combinations of network elements •• to' uhLevi.ng: ~he
;competitive structure contemplaled by the Act (Section IV); / ' ":1
, 'i

.,: ~~ribe the appropriate struCtUre, for 'the ~po~ and' t~inat~l of
· local craf& (Seo'ion V); aDd " ;:' 1
· , : I
; .', ' ,.;' " ,; i

• \ cOnclude :with a disc:ussion of the :imponaneeo( oper,ri~,~at c~tes'
"needed to provide consumers w~ th~ widest ehoiccs' :wi~,: die )J~t
· disnapCion (Section VI). " ," "i

I,
I

II. \ACsJEvING TID COMPhlrM'!NVlRONMENT; "
, ,

\

I
I, I

· '. J: I

To help iliustrate~ ~mariu aDd depict certain ~'lSpecES of-my _~dIlY:. l:~ve
(' ' , ' 'I

I
Iaziac.btd .;set:of lllustrativcldemonsuative aides. see Exhibit:JPO-2. '.:.. '. . --- ..

, , ,

IS:~ 4NYraING ElSE YOU wo1Jt.D SUGGEST!

, \
,I

, I

. i
i

'. 'i

i' :::: : ' . ' : ,;' \:;,

, , PLEAsEIDtSdllBE THE COMPEt'trIVE E?MR~:'~~Oi4D
, :, ' ," . I

, '" ' '\
BY TIB;A.cr. "' .:

i
, , , . ::' ,,'

T&e,~ ~tiv. uviroluDa'COIlteIDpIIMd by cbo ~:iI':~:~

~__IUin~ the divestiture ofthe Bell System in 1984: th' ~Crse~ of
. , '\

l.' . ;'... h i

1he full ~iCe Provi•• asiq1e finD offeriDg local and IoD.g~;~~.i\ Of
: . ~' , " , " "" .. ' ; " '

eourse. this;~ atOUDd. the pi is Mllbiple fun service provide~::_fn«'(rhe "
'. " ; .: I

, ' '" ' ,:,' , i.ii,'
r=m~ of:_ Bell monopoly. Cootemporary labels such ~ isi~~ge

, ,,: ' .'

.i-

;;

i,J

.-I

, ! I
\

,I :
'\

I
I

:,"\)
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of ~tinS netWorks· ~j:)fes '.
. I

!

9

WHAT AU fat COllE ELEMENtS OF' TIlE CARiuER~t~
· .' I . • • "i '. " : 'j

~W()no1JTLlNED BYTBE ACT? .i
The eore iXo~' desQribiDa. thole· DCW carrier.,~er· rel.W1~"lare

: .': " I ~ i ~ , .
c~ineQ ill ~oas 251 and 2S2 of the ACt. In Simple'~' ~'se'~ i;.

uhpose·on iJic~~ LECs.likc BellSo\jm, t.e obtiprioo to·~!.~:l~~iU !i::
: : ~ " ..: :.~.; ,. .: ". H· j

retail' sekices ~ wholesale~ to make available .Iemen~ of.·~ .JiC(..Jri to
, .,;

:

. \ i
, ,

., I.. ,

, ,
, . I .' ... ;.

·wrier (lXC)"c:~petitivelocal exc;hanlc:camer (CLEC) an<1bxal exc:~c~er
: i . . ". :~ i

~ .' ~" ~ . ,: .' ~: :. ': .i j
(LEC),' will beco~e far less important (~haps disappear) in the eyes;oflConSu"ts.

· : ~ , : I . • ;;;

I i.
I ; .

· relat,ivdyi qu~ckl)', ·while che slowa' process

• • • • I

.. 1b~ threshold' ~ciiti01l. necessasy to achieving this competitive e~Point::1 iJ a
· . . . ! .' . ..•. .... ' i

.. sy~m. of, ~.ements between carriers addressirig nelWork'elem~~reC'ip~1
: .'! :. .: ,;., :" :: i

compensili~ n~ork interconOec:tion aDd. the resale ofwhol~ serlV,ices. nJse: . : " ..... :.. i i
: basie tools ·w;u.: foster robust retail competition~ consumer ben~fits !~se

! " : . , :. I' 'l

.... forward..
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i ; :, 1
, , I I ~Ii',I',: ill' , , ' ,I'

"i I I ~: 1 : t I

iii. \' ; I:i., 'i ,,:; , , 'j
!\i '~(I ; ; , , ';, I 'iii \' ,(I::!, , :entrants at c.ost.r- rates, and to implement a system of reciptocat~pe~iOft: i: ,',

,; , 'il:' ; b(!' for me tnnspo~ and tennination of traffic. It is important to'.,U~de~ .~~" ':

"II! '; ~i:! 101........ Jmsford. backbone _fdle reliefAT&T seekS u~~ ootJ~s ; ~
ili:

1
: :~11):, ' 'whiclt BttusoutJ may. or may not, fulfill at its d~retion. Ratherl:~eseare:Uear

, i ':" i ~ . ~ I'; I : ;. .: ~ . '.. ; i. '. .i ' j
'1jl .1 :!,)<i ,'. abfiia,ions~CllIl_ odopted in order 10 cffea. fundamen~I~~ltK
'r!!! f:: ~i: ,:, ' :telecommuDieatibns 'incius1ry by promoting robust local enuy. ' ' :;:: 'J
.~!\ :', \.' ;;r..! ',' :,~ .\
'\'

1
" ' 1" : ,: i: I ::1L:( , i

;! .IIi f ! '/ I::'f .. I
",,' ;";:, ' " ',", , ',,',",,"~ :]j)l;1 ~:-~. L:~~: '.::

" ",,"\ I "~;:' ~", • WIlY WO~ CONGRESS HAVE' ADOPTtD CARRIER-T(fC+'.

,1'11 11:1 ::£1 ,'. ~~WIIICIlPROVIDU:NTR.OOs1HtsEa1~ 'i,
, ,; ,oi'::; , ! i',;: ' ': " ,i

<:,1\1 ik:, A.. ' ThcA<t~IY""'lbalfull""politionwoulcfbo~*

. ,;:ii! ;,U:. if not offecUYel~ fi,rec\ooed. if it lint lOqlIiNd ...e building of ....;. -.#ve
, • iI:i :, i I'::, ,' " :~ . I

"i: ,~t'j. exdlmge-+ -n.-bwbidl.ia_~may_~~
'" ::H'::" " ,,The ~t ~ov~ lhi' impld__ by' DllkiRi thcoxistiDg LEe n.~o~:aVail~l~ to

.l'il, • ; I :; , , ! I. '

. f{:!" .,. riva~ both: to !provUie CODIUIMtS choices more; quickly' a,nd to: ~le~4,!the:
: " ,,'I I : '

:' •S,': ' building ofi.om~tiveexchaDs.e netWOrks. As tbe:FCC Doted: !'

:[~.!!. ~add"--PJObIems~IOOll1lYindle: .1

'; ::i, !,'JT';i ' ~'~] in Ihc, 1996 Aet by mandacing dull the; most ." i '
:' ii i . ::is H, aiplitbat cicCDom~ impedimenis CO eftk~t f:!lltry into me: '::

:i' I: 1~::: mo~ized local man. must be n:tncwed. •,. The:: "
Ii::;! i :~(k: ~UGlbciDt l-ECs bavo economies of dcas~. connectivity,.

!I : : H'i' aDci~ scaIie; cradmoult)'. mae haVe been viewed is creating'
:ii~ :(22:[1, a,. m~ly. As~ [_fCC] pqin1.t out in our

': iii. Ii ~'i NJllW.i_'locaJ'c:ompetitioD ~~isiOasoftbe Act requite:
, ': I'· '~. : I ' ' tballhc$c economICS be shared With en1nQts. (FCC Or<ier~ ,

': )lif~W 1 11). I'1
! <,I ;~~:i ' , , i '
:; ,!,: , " i 1:;1, ::' ! ' '." " i

,,' ;':'11", " f',,'!;i:' Q.: WHY' DON'T; CARJUDS SIMPLY CONSTRtlClTBEIR OWN LO!QA.L
" • 'j '! " ':' " ':!
,.".u: !,~i,:: NETWORJ(S!i ' i: \I:; ! .1",; " •,f i

:: i ,I!!' .: ~r:I: ~: While sOnie 1'F~ ~ks arc UDder ~n. no carrie~ ~':cori~ct
,'! .'III!, :' '10,':::,': ubiquiloUs :.oJ,1 networks, 'capable of 'suppol1iDg ,brOad ~petiti~.,thr~~,"I~out

,:'1'1":\,: I "~
•i . j '10 ,I
j, "'j; I"
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BcllSouth's eX,ch&iap ftctwork in South <::arolina lha.s

DOMINANCE OF,BELLSOVTJI'S aCIIANGE NETWORK?: ". . ..: .

~USoUch's, 'territory.

: :

competition w~ld develop at a snaal's pace UDless thiS netWork couldl,be:~ by

IS THE ACT~ED PRIMARILY TO lASE ENTRY~RSto
'j . I' , ";

~ , " ; 'I

PROvmE,~IERSWITH NEW JlUSINESSOPPOR~?: '\

No. 'lD 1Il)':opiQiOGt tho Ac:t'. WO... purpoie is:to ~ide,co~ ~;r~
, : , :' . ,,'I

cboicos (as 1ht)'; DOW enjoy ill loaa"); 10 diiDiDa1e conmsiOCl~ bi-11he
": .' . " :' " :,: ';

divastilure of the Bell System (tep1r1t8 provideI:S of imraLATA iad, interLA,irA
' '! ,:.', :, ",J

~rvices),While!rctaining all oCme ctives.titute's COIIlpctitive bnefsU;!~ t9 ~the

approx.imatelY 3,43.659 business access lines and 910,703 rCsidenti~1 ;'~<:cess '1ides.1:

other QI'riers to provide local ex.cbaDge Incl exChange access Servi~. ::
, ,

The ubiquitY: reach and capacity of this netw9rk is enormous.
. ..: . . .',

, , .
N~. :~g~ necwork solely in tMns or loops (i.e.. the'last cq.i()n~lthe'

, " . i:. .:(

cUStomer) ,~gnifiC*ltly UDdersutes me ,etlOlD10US (in' f"to ":~~ed)'

'07). Bec~se ~f me size and 100000pbio teI1Ch of a.USouth's,:network, :'I«aJ
' II, • I

1

,a¥jtion to Ute loop plaDt to each and every preqises in its territorY,~ 'Bellsriuth,s
.. ,'. j . ' . . , ).i~ " I' ;

,eXchanCe netwOrk encompuses mOle than 200 lOCal switches (incWing ,remOkes).
, ';' . : : :: . . :,'. ~

iatorQo~ ~y a vllt web of inteoffiu ticiliti•. (Sou~: 199~,!ARMtS'~3.

i
o !

i 0 in\lestment -that:would be necessaJ)' for even a single provider '- m.Uch 'lesS Ithe. (.,.' ,

I
I ,

I,
i '
I

'I'

,
: ~

, i

, I

; ,

" .

'. :

: :

I'

. i .

\ ,

'I. :

: ~ ,

," .;

, ,

.: i ..

, '

"

f i :
. 'j ,

. :':

,.;.: .

I '

""

, I

!
, I

:' 1
:j I,

, I

r ~ .
"I . ~ 1
" ,I I

'" I'

! :,

, ,
<;

I
, . ,

. ';

I

I
I:

i
I

i
,
:

.;
I....,

"

I
~ ~

'" ,,'

I
0'

II,
,I

1
I, i,

'I '
I,; ,"
I:
I ':



DEC-17-1997 18:09 FROM RT&T STATE GOU'T AFF. ATL TO 912024572545 P.l3
, I,

I

" .

'. ~

',:; .

, I

)!:.: :1

.~; :

',. ,I
, I

, '

.; ';. ,',

.: "

12

. . ~ . ,. \ .':. : :. : ;

, ]J.':TUl~OfQulcldy Il.c'dIIdIaf~Elltly B#ritiJl$' ".

I
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I

. '. . I. ' .., .. ·l, J

Barricn to iDtrY; 'iD die lOllS c1istance maikct are low because'. ~ ~pc;rit~rat
." : ' '" ",, '~ .) ,

bolIidJe~1 (nrtaal) lIIid netWOrk(~~) levels. A,t!be whol~sale lc=v~t a ';'

vaaWty, Qf comJ*U. com,. CO provide tb.'ocaIra1 iagred-" of;lcHia'-d~ ':,
, ,: ' ' : ': .,., :il

" " ' ,', ;
services _: tJUIIDjssion, swi1CJlia&, aDd billinl"' In ,effect,; ,the I. clisaince

oqilivoloarslpui.I....'lIed_......... Illd ..._of1~•..m~i...
aiready ill p~. A new enhnt to me long distacomarket~~~t:~~t its:!) :.:

• ~ . '. ::' . . .' I .: .

own netWork Or wait for the develOplnent of ~-oftke ~S:tol\)~ its :!:'
.' '., . I .

;..

i': .

." .:
i ,: ~

. '. '

• : I

. ", "
l.: : .

.',' "

" ,".

.; .

: ' ..

" ~!. . .

"

, , " "',' ,I

~er. unlib the very~ obstacleS to local compeuuae '&eed ~ri"~;,lthe
' ' : : , • • : .' , • : ~ ". • .' j \

..•.•.. 'bariOosc.+ BoUSollth ........Iiy Qn be "imiDlllld~~suolcela
, ',: , .', . 'I

:, . : ~7"' onec' le~ rescrietions are mn~cd. BeUSoath will;~ able 'tG offe~: IfDg 'i'
: ,',. ';', ,.,',' 1 "

dtstuice ser'Vicesquickly and completely becauBeenuy barriers·to thelonS distabce:
. ~ . '. . \ .

I
I

I

.1

'/

I
!

, I

, " " ", , "". ,:] ;,

" ,~e for less, ~uJatjon of COft$W!lCf prU:es. ~r. the path torowerl:O~~"er :::'

, : prices, nower seMces and increased convenience is through the toots ieOtitem~l~ted: ,
, ,, ,i

,, 'by ~se~~~eNo.carriera.rRngcments required by the Act. I
.' 'I . . . .1
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I j
I
I
1

1
I
,j

, I;:

Q~ ..~ IS rr ~RTANT TO REDUCE~~\f":
: ,', ~ : Q~Y?, "

; ': . . . . . ~

A." 'As noted'~ic:r~~ fundamental balanct of tile A~ is to establish th61oo1s ~ed' i:,
, , .': "

; ror-;~ 10 otfer ...... ..me.. oDet.~c&:~ ~:..,mplti~ is ': i

, : '~ly~b~ to permit BellSouib to affcr laD8 4iItaDce ierYi. iDju~~. ' i
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